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BRUCE D. FRINK

Certified Public Accountant

Independant Auditor's Report

Member:
» American institute of Certified To the Board c.3f Education of
Public Accountants BCLUW Community School District:
= lowa Saciety of Certified We have audited the accompanying financial statements of the governmental

Public Accountant Do . e
uol untants activities, the business type activities and each major fund of BCLUW

Community School District, Conrad, Towa, as of and for the year ended June
30, 2011, which collectively comprise the District’s basic financial

statements listed in the table of contents. These financial statements

. are the responsibility of District officials. OQur responsibility is to
Services: eXxpress opinions on these financial statements based on our audit,

'ggﬂiﬂﬁgrﬁfzgﬁﬁ We conducted our audit in accordance with U.S. generally accepted auditing

P e standards and the standards applicable to financial audits contained in

» Year Round Tax Planning Government Auditing Standards, issued by the Comptroller General of the

o United States. Those standards require that we plan and perform the audit

» Electronic Filing to obtain reasonable assurance about whether the financial statements are

« Payroll & Sales Tax free of material misstatement. An audit includes examining, on a test

Preparation basis, evidence supporting the amounts and disclosures in the financial

. statements. An audit also includes assessing the accounting principles

+ LR.S. Representation used and significant estimates made by management, as well as evaluating

the overall financial statement presentation. We believe our audit

= Monthly/Quarterly Write-Up i - =
provides a reasonable basis for our opinions.

» [Ciata Processing Services
In our opinion, the financial statements referred to above present fairly,
in all material respects, the respective financial position of the
» Computerized Financial governmental activities, the business type activities and each major fund

Slatemants of BCLUW Community School District at June 30, 2011, and the respective
changes in financial position and cash flows, where applicable, for the
year then ended in conformity with U.5. generally accepted accounting
principles.

= Payroll Preparation

= Bank Loan Assistance

In accordance with Government Auditing Standards, we have also issued our
report dated January 5, 2012 on our consideration of BCLUW Community

Plus: School District’s internal control over financial reporting and ocur tests
_ of its compliance with certain provisions of laws, regulations, contracts
‘g:gé;ﬁf“mE“mm”am’ and grant agreements and other matters. The purpose of that report is to

describe the scope of our testing of internal control over financial
« Evenings & Saturdays Available reporting and cempliance and the results of that testing, and not to

by Appointment provide an opinion on the internal control over financial reporting or on
' compliance., That report is an integral part of an audit performed in
accordance with Government Auditing Standards and should be considered in
assessing the results of our audit.

+ Extended Hours During Tax
Season

Management’s Discussion and Analysis, Budgetary Comparison Information and
the Schedule of Funding Progress for the Retiree Health Plan on pages 4
through 12 and 34 through 36 are not reguired parts of the basic financial
statements, but are supplementary information required by the Governmental
Accounting Standards Board., We have applied certain limited procedures,
which consisted principally of inquiries of management regarding the
methods of measurement and presentation of the required supplementary
information, We did not audit the information and express nc opinion on

it.
202 Central Avenue East Phone: (515) 532-6659
P.O. Box 241 Fax: (515) 532.3677
Clarion, 1A 50525 bruce{@frinkepa.com



Our sudit was conducted for the purpose of forming opinions on the financial statements
that «cocllectively comprise BCLUW Cermunity Echool District's basic financial
statements. We previocusly audited, in accordance with the standards referred to in the
second paragraph of this report, the financial statements for the seven years ended
Jure 30, 2010 (which are nct presented herein) and exXpressed ungualified cpiniocns on
thoge finarcial statements. Other supplementary information included in Schedules 1
through 2, is presented for purposes of additional analysis and is not a required part
»f the basic financial statements. Such information has been subjected tec the auditing
procedures applied in cur audit of the basic financial statements and, in our opinion,
is fairly stated in all materiai respects in relation to the basic financial statements

takenrn as z whole.
Boee . Fop

BRUCE D. FRINK
Certified Public Accountant

January 5, 2512



BCLUW COMMUNITY SCHOOL DISTRICT

MANAGEMENT’ S DISCUSSION AND ANALYSIS

BCLUW Community School District provides this Management’s Discussion and Anailysis of its
finarcial statements, This narrative overview and analysis of rhe financial activities is
for the fiscal year ended June 30, 2011, We encourage readers to ceonsider this information
in coniunction with the District’s firnancial statements, which follow.

2011 FINANCIAL HIGHLIGHTS

* The Distric. performed a number of building and repair projects to its facilities in
crder to keep them in optimal condition.

¢ FPurchased a new 65 passenger bus - Blue Bird 2011 bus,

* Replaced flcoring in Middle Schocl hallways and several areas of the Middle School,
* Purchased and installed library shelving at the Elementary.

* Professionally painted several district classrooms.

* Replilaced several doors at the Middle Schoci,

¢ Flerentary school improvement to HVAC systems - 3 new rooftep units,

¢ Provided 2 aaditicnal days of training using Microscft funds,

USING THIS ANNUAL REPORT

The annual report consists of a series of financial statements and other information, as
follows:

Maragement’'s Discussion and Analysis Iintroduces the basic firancial statements and
provides an analytical overview of the District’s financial activities,

The Government-wide Financlial Statements consist of a Statement of Net Assets and a

Statement of Activities, These provide information about the activities of BCLUW
Commur.ity Schocl District as a whele and present an overall wview of the Cistrict's
firances,

Thke Fund Financial Statements tell how governmental services were financed in the short
terr as well as what remains for future spending. FPFund financial statements report BCLUW
Community Scheol District’s operations in more detail than the government-wide statemenrts
by providing irfermation about the most significant funds.

Notes %o Financial Statements provide additicnal information essential rto a full
understanding of the data provided in the basic financial statements.

Required Supplementary Informatiorn further explainsg and supports the financial statements
with a comparison of the District’s budget for the year as well as presenting the Schedule
cf Funding Frogress for the Retiree Health Flan.

Other Supplementary Information provides detailed information about the nonmajor
governmental furds, and a multiyear comparison of revenues and expenditures.



Figure A-! shows how the variocus parts of this annual report are arranged and relate to one
another,

Figurae A-1
BCLUW Community Scheool District Annnal Financial Report
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Figure A-2 summarizes the major features of the District’s financial statements, including

the portion of the they wcover and the types of informarion

contain.

Districtfs activities

Figure A-2

Major Features of the Government-wide and Fund Financial Statements

Government-wide
Statements

Fund Statements

Governmental Funds

Proprietary Funds

Scepe

Entire District

The activities of the
District that are not
proprietary, such as
special education

and building
maintenance

An activity the District

operates similar to
private businesses:
food services

Requlirez finarcial
statements

Statement of net
assets

Statemernt of
activities

Balarce sheet
Statement of
revenues,
expenditures and
changes irn fund
balances

Statement cf net
assets

Statement of
revenues, eXpensoes
and changes in fund
net assets
Statement <of cash
fiows

Accounting basis
and measurement
focus

Accrual accounting
and economic
resources focus

Modified accrual
accounting andg
current financial
rescurces focus

becrual accounting
and economic
resources focus

Type of asset/
liability
information

N1l assets and
liabilities, both
firancial and
capital, short-term
and long-term

Generalily, assets
expecrted to be used
up and lisbilities
that come due

during the year or
soon thereafter; no
capital assets or
long-term liabilities
included

All assets and
liabilities, both
financial and capital,
short-term and long-
term

Type of
irnfiocw/outflow
information

A1l revenues and
expenses during
year, regardless of
when cash is
received or paid

Revenues for which
cash 1s receiwved
during or soon after
the end of the vyear;
expenditures when
goods or services
hawve been received
and Lhe related

liability is due during

the year or soon
thereafter

All revenues and
expenses during the
Year,
when cash is
recelved or paid

regardless cf




REPORTING THE DISTRICT’'S FINANCIAL ACTIVITIES
Government-wilde Financial Statemencs

The government-wide finarcial statements report information about the District as a whole
using accounting methods similar to those used by private-sector companies. The Statement of
Net Assets includes all of tne District’s essets and liabilities. All of the current year’s
revenues and expenses are accounted fer in the Statement of Activities, regardless of when
cash is received cr paid.

The two goverrment-wide financial statements report the District’s net assets and how they
have changed. Net assets - the difference between the District’s assets and llapilities - are
cne way to measure the District’s financial health or financial pesition. Over time,
increases or decreases in the District’s net assets are an indicator of whether financial
position is improving or deteriorating. To assess the District’s overall health, additicnal
norn~financial factors, such as changes in the District’s property tax base and the condition
of school buildings and other facilities, need to be considered.

In the government-wide financial statements, the District’s activities are divided into two
categeries:

o  Goverpmental acrivities: Most of the District's basic services are included here, such

as regular and special education, transportation and administration. Froperty tax and
state ald finance most of these activities,

¢  RBusziness type activiries: The District charges fees tc help cover the costs of certain
services it provides. The District’s school nutrition pregram is inciuded here.

Fung Financial Starements

The fund financial statements provide more detailed information about the District’s funds,

foecusing on its most significant or “mzjor” funds - not the District as a whole. Funds are
accourting devices the District uses to keep track of specific sources of funding and
gpending on particular programs. The District has elected to presernt all funds as “major

funds”™ for clarity of presentation.

Some funds are reguired by state law and by bond covenants. The District establishes other
funds to control and manage money for particular purposes, such as accounting for student
activity funds, or to show that 1t i1s properly using certain revenues, such as federal
grants.

The District has twoe kinds of funds:

1) Governmental funds: Most of the District’s basic services are included in governmental
funds, which generally focus on {1) how cash and other financlal assets can readily be
converted to cash flew in and out and {2) the balances left at year-end that are available
for spending. Censeguently, the governmental fund starements provide a detailed short-
term view that helps determine whether there are more or fewer financlal resources that
can be spent in the near future to finance the District’s programs,

Tne District'’s governmental funds include the General Fund, the Special Revenue Funds, the
Cebt Service Fund and the Capital Projects Funds.

The requireda flinancial statements for governmental funds include a balance sheet and a
statement of revenues, expenditures and changes in fund balances.

2) Proprietasry funds: Services for which the District charges a fee are generally reported
in preprietary funas. Proprietary funds are reperted in the same way as the government-
wide financial statements. The District’s Enterprise Fund, one type of proprietary fund,
is the same as its business type activities but provide more detail and additional
infermation, such as cash flows. The Cistrict's Enterprise Fund is the Schogl Nutrition
Fund.

The reguired financial statements for proprietary funds include a statement c¢f net assets,
a statement of revenues, expenses and changes in fund net assets and a statemert of cash
flows.



Reconciliations between the government-wide financial statements and the fund financial
statements follow the furd financial statements.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

Figure A-3 below provides a summary of the District’'s net assets at June 30, 2011 compared teo
June 30, 2510,

Figurs A-3
Condensed Statement of Net Assets
{Expressed in Thousands)

Governmental Business Type Total Total
Activities Acrivities District Change
June 30, B June 30, June 30, June 37,
2011 20245 2011 2010 2011 2010 2010-2011
Current assets 55,354 5,185 44 41 5,398 5,236 3.09%
Capital assets 5,744 5,972 26 28 5,770 6,000 -3.83%
Total assets 1,098 11,1467 70 £9 11,168 11,236 -0.61%
Current liabilities 3,527 3,460 - - 3,527 3,480 1.94%
Non-current liabilities 2,639 2,551 - - 2,639 2,991 -11.77%
Total liabilitias 6,166 6,451 - o - 6,166 £,451 -4.42%
Het Assets
Invested in capital assets,
net cf related deit 3,272 3,128 Ze 28 3,248 3,156 4.50%
Restricted 363 361 - - 3593 361 B.BES
Unrestricted 1,287 1,227 _ 44 41 1,311 1,268 3.393
Total net assets §4,932 4,716 10 89 5,002 4,788& 4.54%

The Cistrict’s combincd net assets were 3% greater at June 30, 2011 than June 30, 2010. The
Genera. fund balance showed an 11% increase resulting in the increase in unrestricted funds
and overall fund balance. The District uses cost containment measures lncluding sharing of
administrative positions with neighboring districts teo focus spending in instructional areas,
as well as produce additioral miscellaneocus revenues,



5 the charges in net assets for the year ended June 30, 2011 compared to the

Figure A-4¢ sh
Ju 30, 2010,

I
year ended June

o
r

Figure A-4
Changes in Net Assats
{(Expressad in Thousanda)

Governmental Business Type Total Total
Activities Activities District Change
2011 2029 2011 2010 2011 2010 2910-2011
Revenues:
Frogram revenues:
Charges for service
and sales ] 513 923 204 201 717 724 -0.97%
Operating grants,
contribotions and interest 1,432 1,542 133 1z8 1,565 1,870 -8.25%
General revenues:
Property tax 2,812 2,671 - - 2,812 2,671 BL2B%
Tncome surtax 2490 313 - - 290 313 -7.35%
Statewlde sales, services and
LSe Tax 413 1:20] - - 413 380 B.68%
Unrestricted state grants 2,077 1,887 - - 2,917 1,867 11,25%
Unrestricted investment
BArNings 13 17 - - %3 17 -23.53%
Cther i 39 10 - - 39 10 250.00%
Total revenues 7,589 7,323 337 329 7,226 7,652 3.58%
Program edpenses;
Governmental activities;
Imstruction 4,242 4,378 - - 4,242 4,378 -3.11%
Sugport Services 2,100 1,962 - - 2,100 1,562 7.03%
Non-instructional programs 14 Z9 336 32% 350 354 -1.13%
Otfher expenses 1,016 1,014 L - - 1,01¢ 1,014 0.204%
Total expenses 7,372 7,383 33€ 325 7,708 7,708 0.00%
Change 1n net assets kil 217 (60) 1 4 2148 156) -459%.29%%
Property tax &nd unrestricted state grants account for 62% of the tetal revenue. The

Districe’s expenses primarily relate te instructicn and suppert services, which account for
32% of tre total expenses,

Govaernmental Activities

Reverues for governmental activities were $7,5B6,841 and expenses were $7,371,%53 for the
vear ended Jure 30, 201:.

Tne fo!lowing table presents the total ard net cost of the District’s major governmental
activities, instructior, support services, ron-instructional programs and other expenses, for
the year ended June 30, 2011 compared to the year erded June 30, Z01C.



Figure A-5
Total and Net Cost of Governmental Activities
{Expressad in Thousandsa)

Total Cost of Services Het Cost of Services
Change Change
2011 2019 2010-20Q7%:z 2011 2010 2510-2011

Instriction 5 4,242 5,378 ~3.11% 2,672 2,526 -E,6B%
SLpPOrT BEYV.LCES 2,100 1,98 T.03% L, 985 1,748 11.24%
Non-instructional programs 14 29 -51.72% 14 27 -48.15%
Otrer expenses _ 1,0l 1,9:4 0D.2C% 7E2 736 2,17%

Tetals B 7,372 7,383 -0.15% 5,427 5,477 -0.92%
For the year ended Jure 20, 2011:

* The cost financed by users of the District’s programs was $512,590.

¢ lFederal and state governments subsidized certain programs with grants and contributions
totaling $78C, 423,

¢ The net cost of governmental activirties was financed with 52,811,077 in property tax
and $2,076,723 ir state foundation aid.

Business Type Activities

Revenues for business type activities durirg the year ended June 30, 2011 were $336,597 and
expenses totaled $235,703. The District's business type activities include the School
Hutrition rurd. Revenues of these activitles were comprised of charges for service, federal
and starte reimbursements and investment income.

Durirg trne year ended June 30, 2011, the District held meal prices steady., The fund balance
increased due to cost ccentrel measures.,
FINANCIAL ANALYSIS OF THE DISTRICT'S FUNDS

As previously noted BCLUW Community School Cistrict uses fund accounting to ensure and
demonstrate compllance with finance-relared legal reguirements.

The financial performance of the District as a whole is reflected in its governmental funds,
as well. As the District completed the year, its governmental funds reported combined fund
balences of 51,563,134; a five percent increase cver last year’s ending fund balances of
$1,483,708, The increase was virtually entirely due tc an increase In the General Fund.

Governmental Fund Highlights

* The General Fund increzsed by over $105,000, Cost control measures that were implanted in
priocr years have resulted in considerable savings., These include sharing with other
districts.

¢ The District used PPEL Funds and Capital Projects sales tax revenues to complete a number
of puilding and eguipment purchases during the year.

Proprietary Fund Highlights
The cash balance increased by 8% during the year. The fund balance compurted on an accrual

basis increased slightly as nearly $5,000 of depreciation expense s inciuded in the
financial statements.

10



BUDGETARY HIGHLIGHTS

In accordance with the Code of Iowa, the Board of Education arnnually adopts a budget
follewing reguired public notice and hearing for all furds. Although the budget document
presents functicnal area expenditures or expenses by fund, the legal level of control is at
the aggregated furcticnal level, not at the fund or fund type level. The budget may be
amended during the year utilizing similar statutorily prescribed procedures. A schedule
showing the original and final budget amounts compared to the District’s actua. financial
activity is included in the reguired supplementary information secticr of this report. Since
the District does rot adept a budget for individual funds, budgets for the General Fund and
major Special Revenue Funds are not presented in the budgetary compariscn on pages 32 through
4,

The District’s receipts were $5131,526 greater than budgeted receipts; a variance of 2% more
than anticipated.

Total expenditures were 3% less than amended budgeted expenditures. The District amended the
budget in May, 2011 allowing for increased expenses of 5$24,500. Expenses exceeded the
amended amounts budget in the other expenditures functions., The District did reot exceed the
General Fund unspent authorized budget.

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets

AT June 30, 2811, the District had invested $5.7 milliern, net of accumulated depreciation, in
& broad range of cepital assers, including land, buildings, athletic facilities, computers,
gudio-visual equipment and transportation equipment. {See Figure A-6! This represents a net
decrease cf 4% from last year. More detailed information about the District’s capital assets
is presented in Ncte 3 to the financial statements. Depreciation expense for the year was
5373,471

The orilginal cost cof the District’s capital assets was $11,C14,49%, Governmental funds

account for 510,936,206, with the remainder of $75,285 accounted for in the Business Type,
Scrool Nuzrition Fund.

Figure A-6
Capital Assets, net of Depraciation
{Exprasaed in Thousands)

Governmental Business Type Total Taotal
activities Aerivities District Change
June 30, June 30, June 30, June 33,
2011 2010 2011 2010 2011 2010 2016-2011
Land 5 ;1Y an - - A1 1] 0.00%
Buildings 5,039 5,217 - - 5,039 5,217 -3.4%%
Site iwprovensnts 139 11a - - 109 11la -6.03%
Furniture and eguipment 515 359 26 23 41 587 ~7.84%
Totals § 5,743 5,972 26 2B 5,769 £,000 -3.85%

11



Leng-Term Debt

At Jure 30, 2011, the District nad $Z,390,C00 in gereral obligaticr bonds oatstanding. This

represents a decrease of approximately 7% from last year (See Figure A-7). Addizional
information about the District's long-term debt is presented in Naote 7 to the financial
statements. Larly retirement liabiiity is payable over the next twc years. Capizal lease

payabie, incurred for the purchase of laptop computers, will be fully paid in fiscai 2012.

Figure A-7
Outstanding Long-Tarm Obligationa
(Expressed in Thousands)

Total Total
District Change
June 37, June 30,
2011 2011 __.2010-2011
General obligation bonds 3 2,390 2,682 -10,99%
Zapital lease payable g1 158 -48.73%
Farly retirement payable . 82 R -10.87%
Totals 5 2,553 2,935 -13,02%

ECONCMIC FACTORS BEARING ON THE DISTRICT'S FUTURE

At the time these financizl statements were prepared and audited, the District was aware of
several existfing circumstances that could sigrificantly affect its financial health in the
future:

* T3

)]

morey included in salary schedule bheginning with this year.
¢ Reduced :tzaching staff by 2.0 f.t.e., attrition.

¢ Ircreasc ir health and dental insurance,

e 2.31% ccertract settlement w/professicnal staff,

* Continue to see unspent spending authority increase,

CONTACTING THE DISTRICT'S FINANCIAL MANAGEMENT

This financial report is designed to provide the District’s citizens, taxpayers, customers,
investors and creditors with a general overview of the District's finances and to demonstrate
the District’s accountability for the meney it receives. If you have guestions about this
report or need additicnal financial information, contact Paula Benson, Board Secretary, BCLUW
Cormunity School District, 610 E Center 3t, PO Box 670, Conrad, IA 50621

12



Basic Financial Statements



Exhibit A

BCLUW COMMUNITY SCHOOL DISTRICT

Statement of Wet Assers

June 33, 2011

Business Type
hotivities

Gevernmental School
Activities Nutrition Total
Assats
Cash and pooled investments 5 1,936,405 37,573 1,973,978
Recelvabhles:
Preperty tax:
Current year 33,623 - 33,623
Succeedlng vear 2,854,232 - 2,854,232
Inceme surtax - succeeding year 279,490 - 276,490
Jue from cther goverrments 123,309 - 123,309
Otker receivanles 127,399 - 127,398
inventories - 6,145 6,145
Capital assets, ret of accumulated depreciaticn 5,743,413 26,445 5,769, 855
Total asssts 21,087,871 73,163 11,168,034
Liabilities
Accounts pavatle 57,2349 - 57,235
Salaries and penefits payable 600,463 - 600,463
Accrued 1nterest pavable 15,933 - 15,933
Deferred revenue:
Stocending vear property tax 2,854,232 - 2,854,232
Lorg-term liabilifies:
Porvicn due within one year:
General obligaticn bkonds payabkle 300,000 - 200,000
Lease payable EQ, 925 - B0, 925
Farly retirement payable 20,106 - 26,1
Forticn due afrer cne year:
GCeneral obligaticn bonds payable 2,090,000 - 2,090,000
Early retirement payable 56,071 - 26,071
Net OFEB liability 85,608 - g5, 608
Total liabilities 6,166,577 - 6,166,577
Net assats
Invested in capital assets, net ¢f related debt 3,272,468 26,445 3,298,933
Restricted for:
Categorical funding 24,:4¢6 - 24, 14¢
Student acztivities 246,580 - 146,590
Management lewvy B9, 5E7 - 89,587
Fupblic educaticn and recreation lewy 1,509 - 1,909
School 1afrastcructure 101,209 - 111,209
Physical clant and equipment lewy 3,008 - 3,008
Dept service 18,1390 - 18,190
Urrestricred 1,204,167 _ 43,718 1,307,885
Total net assats $ 4,931,294 756,163 5,001,457

See notes to financial statements,

13
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BCLUW COMMUNITY SCHOOL DISTRICT

Fececrnciliation of the Balance

to the Statement

Jurie 20,

Sheet

Governmental Funds

of Het Assers

2011

Total fund balances of governmental funds (Exhibit C)

Amounts reported for governmental activities in the Statement of Net Assets
are different because:

lncome surTax receiwvable at June 230,

of the curre

nt f£iscal period,

2011 is not available to finance expendicures

Capital assets used In governmental acrtivities are not financial resources and,

therefcre,

are not reported as assets in the governmental funds.

Accrued intevest pavaple on long-term liabilities is not due and payabkle in

the current

governmental

Long-term 11
retirement,

period and, therefore,
funas,

akhiliries, including general cbligaticn konds,

i3 not repcecrted as a liability in the

capital leases and early

are not due and payable in the current period and, therefore,

are not reported in the gecvernmental funds.

Net assets of governmental activities (Exhibit A)

Jee ncrtes to

financial statements.

5

Exhibit D

1,563,034

279,490

5,743,413

{2,638,710)

4,931,254
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Exhibit F

BCLUW COMMUNITY SCHOOL DISTRICT

Reconciliaticn ¢f the Statement of Revenues, Expenditures and
Changes in Fund Balances - Governmental Funds
te the Statement of Activities

Year ended June 30, 2021

Net change in fund balances -~ total governmental funds {Exhibit E) = 75,326

Amounts reported for governmental activities in the Statement of Activities
are different bacause:

Income zurtaxes not collected for several months after the District's

fiscal vear ends are not considered “avallabkle'" revenues in the

governmental funds and are included as deferred revenues. They are,

nowever, reccrded as revenues in the stavlement of aciivities

This figure represents the change from the pricr fiscal year. 9,674

Capital cutlays to purzhase cor build capltal assetrs are repcrted in
governmental funds as expenditures. However, those costs are rnot
repcrTed in the Statement cf Activities and are allocated over their
estimated useful lives as depreciation expense in the Statement of
Activities, The amcurts of capital ocutlays and depreciation expense
in the year are as follows:

Capital outlay 5 140,498
Cepreciation experse {3e8,617) 1228,119)

Fepayment of long-term liabilities is an expenditure in the gecvernmental
funds, tut the repayment reduces lorng-term liabilities in the
Statement of Net Assers.

Repayments 372,456

Jome expenses reported in the Statement of Activities do not require the
use cf currernt financial resources and, therefcre, are not reported in
the governmental funds.

Early retirement 23,125
Other gosterplovment benefits {44,131} 121,008;

r Il

Interest cr long-term dept in The Statement of Activities differs from
the amount reparvted 1n the governmental funds because interest is

recorded as an expenditure in the funds when due, In the Statement

of Activities, interest expense is reccgnized as the irnterest accrues,

regard.ess of wher 1t is due. 2,554
Change in net assets of governmental activities (Exhibit B) § 215,290

See notes te financial starements.
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Exhibit G

BCLUW COMMUNITY ECEOOL DISTRICT

Statemert of Rewvenues, Experses and Changes in Fund Net Assets
Proprietary Fund

Year ended Jeone 30, 2011

School
Nutriticn

Operating revenue:
Local sources:
Charges for services § 204,143
Operating exrenses:
Norn-imstructional programs:
Food service cperations:

Zalaries 95,440
Benefits 14,800
Services 11,613
Supplies 208,796
Jepreciation 4,854

Total operating expenses __...335,703
Operating {loss) __f13%,5864)

Non-cperating revenues:

Ztate sources 2,969
Tederal scurces 129,303
InTerest ilncome 182
132,454

Net lncome 894
Net assets beginning ¢f year 69,269
Net assets end ¢f year 5 70,163

See rnotes to financial statements.

ra
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See notes

Exhibit H

BCLUW COMMUNITY SCHOOL DISTRICT

Statement of Casin Flows

Preoprietary Tund

Year ended June 30,

Casnh

Czshn

flows from cperating activities:

from sale of lunches and breaxfasts
Casn payments to employees for services

Casn payments to suppliers for goods or services

received

wNet cash f(used by) operating activities

Cash flows from non-capital financing activities:
State grants received
rederal grants received

Net cash provided by non-capital financing activities

Cash flows from capital financing activities:
Acguisiticr of capital assets

Cash flows from investing acTivities:
lnterest an ihvestmernts

MNel increase in cash ard cash eguivalents

Casn and cash equivalents beginning of year

Casn and cash eguivalents end cof year

Reconciliation of operating (loss) to net cash
{used by) operating activities:

Operating
Adiustments to reccncile operating
zash (used Dy}

Depreciation

[ioss)
{loss} toc net

cperating activities:

Commedities used
Decreasce in inventory
Met cash {used by! operating activities

Non-cash investing, capital and financing activities:

During the vear ended June 3%, 2011,

to financial statements.

(2%
tat

the District received federal commodities

2001

School
Nutriticn

3 204,143
(11C, 240)
(208, 6847)

(114,744)

2,965
117, 764
120,673

182
2,825

34,644

4

37,573

4,854

1.,599

363
§ (114,744

va_ued at 511,599,



(1)

BCLUW COMMUNITY SCHOOL DISTRICT
Notes to Financial Statements

June 30, 2011

Summary of Significant Accounting Policies

BCLUW Community Schoel District is s political subdivisicon of the State of Icwa and
operates public schools for children in  grades kindergarten through twelve.
Additicrally, the District either cperates or sponscrs summer recreational activities.
The geographic area served includes the Cities of Beaman, Zonrad, Liscombk, Unicn and
Whitter, Iows, and agricultural territory in Hardin, Grundy and Marshall Counties. The
District is governed by a Board cof Education whose members are elected on a non-
partisan basis.

The District’s financial statements are prepared in conformity with U.S. generally
accepted accountirng principles as prescribed by the Governmental Accounting Stardards
Board.

L. Repcrting EZncity

tor financial reperting purroses, 3CLUW Community School District nas irecluded all
funds, organizaticns, agencies, boards, commissicns and authorities, The District
has also considered all potentisl component units for which it is firancially
accountsble and other organizations for which the nature and significarce of their
relaticnship with the DJistrict are such that exclusion would cause the District's

financial statements to be misleading or incomplete., The Governmental Accounting
Standards Board has set forth criteria to be cconsidered in determining financial
accountakbility. These criteris include appointing a veoting majority of an

crganizaticn's governing body, and (2} the akility of the District to impose its
will on that organization or {2) the potential for the organization to provide
specific benefits to or impose specific financial burdens orn the District. BCLUW
Community School District has no component units which meet the Governmental
Accounting Stancdards Board criteria.

Jointly Governed Organizatigns - The District participates in a jolintly governed
crganizaticn that prevides services to the District but does nobt meet the criterla
of & joirt venture since theve 1s no ongeing finarcial interest or responsibility by
the participating governments. The District is a member of the Grundy ard Hardin
Zounty Assessor’s Conference Boards.,

A. Basis of Fresentation

Goverrment—wide Financial Statements - The Statement of Net Assets and the Statement
of Activities report informaticn on all of the ronfiduciary activities of the
District. Tor the most part, the effect of interfund activity has been removed from
these statements. Governmental acuivities, which normally are supported by tax and
intergovernmenta. revenues, are reported separately from business type activities,
which rely to a significant exzent cn fees and charges for service.

The Statement of Net Assets presents the District’s nonfiduciary assets and
liakiliities, with the difference reported as net assets. Net assets are reported Iin
tnree g¢ategories:

invested in capital assets, net of related debt consists of capital assets, net
of accumulated depreciation and reduced by ocutstanding balances for bonds, notes
and cther dekt that are attributable te the acguisition, construction cor
improvement of those assets.

Restricted net asscts result when constraints placed on net assef use are either

externally 1mposed o imposcd by law through constitutiocnal provisions or
enabkling legislation.

24
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Unrestricted net assets conslist ¢f net assets not meeting the definition ¢f the
preceding categories. Unrestricted net assets often have constraints on
resources ilmposed by management which can be removed or modified.

The Statement of Activiries demonstrates the degree to which the direct expenses of
a given Iuncticn or segments are cffset by program revenues. [irect expenses are
these clearly identifiable with a specific function. Program revenues include 1)
charges to customers or applicants whe purchase, use, or directly benefit from
goods, services, or privileges provided by a given function ard 2} grants,
cortributions and interest restricted to meeting the operational c¢r capital
requirements of a particular functicn. Property tax and other items not properly
ircludecd among program revenues are reported instead as general revenues.

fund Firancial Statements - Separate financial statements are provided for
governmental and proprietary funds. Major irdividual governmental furds are
reported as separate columns in the fund financial statements. The District has

elected to present all funds as major funds for clarity of presentatior.

The District reports the fcllowing malor gevernmental funds:
The General Fund is the general operating fund of the District., All general tax
revenues and cther revenue not allocated by law or contractual agreement to some
other furnd are accounted for in this fund. From the fund are paid the general
operating expenditures, including instructional, support and other costs.
The Capital Prcjects Fund - Statewide 3Sales and Services and Use Tax is used to
account for all resources used ir the acguisitieon and construction of capital

facilicies,

Tne Capital Projects Fund - Physical Plant and Equipment Levy Fund is utilized to
account for the mainterance ard eguipping of the District’s facilities.

The Stuaent Activity Fund is used to account for extra curricular activities
conducted on behalf of the students,

The Management Levy Fund is utilized faor the payment of insurance, unemploymrent
and early retirement benefitrs.

The Debt Service Fund is utilized to account for the payrent of interest and
principal on cthe District’s general long-term debt,

The District reports the following major proprietary fund:

The Enterprise, Schoel Nutriticon Fund is used te account for the food service
operations of the District.

Measuremenrt focus and Basis of Accounting

The gcverrment-wide and proprietary furd financial statements are reported using the
economic resources measurement focus and the accrual basls of accounting. Revenues
are reccrded when earned and expenses are recorded when a Xiability is incurred,
regardless of the timirng of related cash fliows. Property tax 1is recognized as
revenue 1n the year for which it is levied. Grants and similar items are recognized
as revenue as scon as all eligibility requirements imposed by the provider have been
satisfied.

Governmental fund firancial statements are reported using the current financial
resources measurement focus and the mediflied accrual basis of accounting., Revenues
are reccgnized as socn as they are beoth measurable and available, Revenues are
censidered to be available when they are collectible within the current peried ¢r
soon erough thereafter to pay liabilities of the current period. For this purpese,
the government considers revenues to be available if they are collected within &0
days after year end,

Property Tax, intergovernmental revenues (shared revenues, grants and relmbursements
from other governments! and interest asscgciated with the current fiscal peried are
all considered to ke susceptibie to accruai., All other revenue items are considered
to be measurable and available only when cash is received by the District.
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Expenditures generally are recorded when a liability is incurred, as under accrual
acceunting. However, principal and interest on long-term debt, claims and judgments
and cormpensated apsences are recognized as expenditures only when payment is due,
Capital asset acguisitions are reported as expenditures in governmental funds,
Froceeds of general long-term debt and acguisitions under capital leases are
reported as other financing sources.

Under terms of grant agreements, the District funds certain programs by a
combirnation of specific cost-reimbursemert grants and general revenues. Thus, when
grograr expenses are lncurred, there are botn restricted and unrestricted net assets
available to firance the program. It is the Disirict’s policy to first apply cost-
reimbursement grant resources to such programs and then general revenues.

When an expenditure i1s incurred in gevernmental funds which can be paid using either
restricted or unrestricted resources, the District’s policy is generally to first
apply the expenditure toward restricted fund balance and then to less-restrictive
classifications - committed, assigned and then unassigned fund balances.

The proprietary fund of the District applies all applicable GASE proncuncements, as
well as the following pronouncements issued on or before Nevember 30, 1989, unless
these proncuncements cenflict with ¢r contradict GASB pronocuncements: Financial
Accounting Standards Board Statements and Interpretations, Accounting Principles
3oard Opinions, and Accounting Research Bulletirns of the Committee on Accounting
Procedure,

Preprietary funas distinguish operating revenues and expenses from non-operating
items. Operating revenues and expenses generally result from providing services and
producing and delivering goods in cennectlon with a proprietary fund's principal
cngolng operations. The principal c¢perating revenues of the District’s Enterprise
turd 1s charges to custcmers for sales and services. Operating expenses for
Ernterprise Funds include the cost of sales and services, administrative expenses,
and depreciation con capital assets. All revenues and expenses not meeting this
definition are reported as nen-oreralting revenues and expenses.

Trhe District maintains 1ts flnancial records on the cash basis, The financial
statements cf the Disctrict are prepared by making memorandum adjusting entries to
ke cash basis financial reccrds.

Assets, Liapilities and Fund Equity

The fecllowing acccunting pelicies are followed in preparing the firancial
statements:

Cash and Cash Equiwvalents - The zash balances of most District funds are invested.
Investments are stated at fair wvalue except for non-negotiable certificates of
deposit which ave stated at cost.

For purpcses of the statement of cash flows, all short-term cash investments that
are hignly liguid are considered to pbe cash eguivalents. Cash equivalents are
readily convertible to known amounts of cash and, at the day of purchase, have a
maturity date no lecnger than three months.

Froperty Tax Receivable - Property tax in gevernmental funds are accounted for using
the modified accrual basis of accountirg.

Property tax receivable is recognized in these funds on the levy or lien date, which
is the date that the tax asking is certified by the Board of Education. Current
property Lax recelvable represents unpaid taxes for the current and prior years.
The succeeding year property tax receivable represents taxes certified by the Board
of Education to be collected in the rext #iscal year for the purposes set out in the
bucget for the rnext fiscal year. By statute, the District s required to certify
its budgetr by April 15" of each year for the subseguent fiscal year. However, by
statute, the tax askirg and budget certification for the follewing fiscal year
beccomes effective on the first day of that year. Althcugh the succeeding year
property tax receilvable has been recorded, the related revenue is deferred in both
the government-wide and fund financial statements and will not be recognized as
revernue until the year for which it is levied.
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Property tax revenue recognized in these funds become due and collectible in
September and March of the fiscal year with a 14%% per month penalty for delinquent
payments; 1s based on January 1, 2009 assessed property valuations; 1s for the tax
accrual peried July 1, 2010 through June 30, 2011 and reflects the tax asking
contained in the budget certified to the County EBoard of Supervisors in April, 2010,

Jue From Other Governments - Jue Irom other governments represents amcunts due from
the State of Iowa, varicus shared revenues, grants ard reimpbursements from other
governments,

Inventories - Inventories are vaiued at cost using the first-in, first-out mezhod
for purchased items and gevernment commodities. Inventories of proprietary funds
are recorded as expenses when consumed rather than when purchased or received.

Capital Assets - Capital assets, which include property, furniture and eqguipment,
are reported in the applicable governmental or business type activicies columns in
thke government-wide Statement of Net Assets. Capital assets are recorded at

nisterical cost. Donated capital assets are recorded at estimated falir market value
at the date of donation. The costs of normal maintenance and repalr that do not add
to the value of the asset or materially extend asset lives are not capitalized,
Caplita. assets are defined by the District as assets with an initial, individual
cost in excess of the following thresholds and estimated useful lives in excess of

twWwo years. HNo intangible assets were neted that exceeded the threshold amount.,
Lsset Class Amount
Land $ 1,000
Buildings 10,500
Improverents other than buildings 10, 0G0
Furniture ard eguipment:
School Nutrition Fund eguipment 10,000
Ozker furniture and equipment 14,000
Trntangibles 50,000

Capital azssets are depreciated usinrg the straighz-line method over the following
estimated useful lives:

Estimated
Useful Lives
Asser Class {In Years)
Buildings 5% years
Improvements other than buildings 20-20 years
Furniture and eguipment 5-15 years
Intangibles 5-10 years

Salaries and Benefics Payable - Payrcll and related expenditures for teachers with
annJyal ceontracts corresponding to the current school year, which are pavyable in July
and August, have been accrued as liabilities,

Deferred Revenue - Although certain revenues are measurable, they are nct available.
Available means collectible withir the current vear or expected to be collected socon
gnough thnereafter to ke used te pay liabilities of the current year. Ceferred
revenue 1n the gevernmental furd financial statements represents the amount of
zssets that have been recognized, but the related revenue has nct been recognized
since Lhe assets are not collected within the current year or expected to be
collected soon encugh thereafter to be used to pay liabilirties of the currsnt year.
UDeferred revenue consists of unspent grant proceeds as well as property tax
receivables and other receivables not collected within sixty days after year-end.

Deferrea revenue on the Statement cf Net Assets consists cof succeeding year property
tax receivables that will not be recognized as revenue until the year for whicnh it
is levied as well as income surtaxes collected by the State of Towa for the 2010
income tax year that are distributed in December, 2011.
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Compensated Absences - District employees accumu-ate a limited amount of earred but

unused wvacation for suabsequent use or for payment upon terminaticr, death or
retirement. A iiability is receorded when incurred in the government-wide Ffinancial
statements. A liability for <these amounts is repcrted in governmental fund
financial statements c¢nly for employees wnho have resigned or retired. The
compensated absences liablility is deemed o be immaterial at June 30, 2011,

Long-Term Iiabilities - In the government-wide financial statements, long-term debrt
and other long-term obligations are reported as liabilities in the governmental
acetivities column in the Statement of Net Assets.

fund Bquity - In the governmental fund financial statements, fund balances are
classified as follows:

Restricted - Amounts restricted to specific parpeoses when censtraints placed con
the use cf the resources are eltner externally imposed by creditors, grantors or
state cr federal laws or Imposed by law through constituticnal provisions or
erabpling legislaticn.,

Committed - Amcunts which can be used only for specific purposes determired
pursuant to constraints formally imposed by the Board of Education through
resolution appreoved pricr tce vear end. Those committed amcunts cannot be used

for any other purpose unless the Board cf Education removes or changes the
specified used by taking the same action it employed to commit those amounts.

Unassigned - All amounts not included in cther spendable classifications.

Restricted Net Assets — In the government-wide Statement of Net Assets, net assets
are reported as restricted whern constraints placed on net asset use are either
exTernaliy imposed by creditors, grantcrs, contributors cor laws and regulatiors of
other gevernments or are imposed by law through constitutional provisions or
enabling legislation.

Budgeting and Budgetary Controcl

The ©bpudgetary compariscen ana related disclosures are reported as Reguired
Supplementary Information. Ouring the year ended June 30, 201, expenditures
exceeded the amended amount pudgeted in the other expenditures function. The
Listrict did not exceed its Gereral Fund unspent authorized budget.

h and Investmants

District's depecsits at Jure 30, Z011 were entirely covered by federal depository
ararce or by the State Sinking Fund in accordance with Chapter 12C of the Code of
&. This chapter provides for additional assessments against the depositories to
ure there wiil be no less of public funds.

District is authorized by statute to invest public furds in obligations of the
ted States government, its agencies and instrumentalities; certificates of deposit
ther evidences of deposit at federally insured depository institutions approved by

Board of Education; prime eligible bankers acceptances; certain high rated

comrercial paper; perfected repurchase agreements; c¢ertaln registered open-end

man
imp

The

agement investrment companies; certain Jjolint investmert Trusts; and warrants or
rovement certificates of a drairage district.

District had no investments at June 30, 2011.
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Capital Assets

Capital asscts activizy for the year ended June 30, 2011 was as follows:

Balarce Balance

Beginning End of

Cf Year Increases Decreases Year
Governmental activities:
Capital assets noet peing deprecilasted:
land S 86,000 - - 80,000
Capital assets pelng depreciated:
Buildings 9,120,077 - - 9,120,077
Site Improvements 136,088 - - 136,068
Furriture ard Equipment 1,838,087 147,488 178,524 1,600,061
Toral capital assets being depreciated 13,894,232 140,498 178,524 17,856,206

Less accumulated depreciation for:

Bulldings 3,303, 267 177,98z28 - 4,082,145
Si1te Improvements 20,409 6,803 - 27,2.2
Furniture and Eguipment 1,079,082 183, 886 176,524 1,084,386
Total accumulated depreciation 5,002,700 3a8,617 178,524 5,182,763
Tatal capital assets belng depreciated, net 5,881,532 [228,119; . - 5,663,413
Governmental activities, capital assets, net $ 5,971,532 {228,119 - 5,743,413

Business type activities:

Farniture and eguipnent 3 72,103 3,182 - 75,285
lLess accumulated depreciation 43,98¢ 4,854 - 46,840
Business type activities capltal asssets, net 3 28,117 (1,672 - 26,445

Teprecliation expense was charged to the follewirg functions:
Governmental activities:

Unailocated 5 368,617
Busiress Type activities:
Food service operations 5 4,854

Pension and Retirement Benefits

"he District contributes o the Iowa Public Employees Retirement System {IPERS) which
{5 a cest-sharing multiple-employer defined benefit vension plan administered by the
State of Towa. IPERS provides retirement and death berefits which are established by
s5rate statute to plan members and heneficiaries. TPERS lissues a publicly availakble
financial report that includes financial statements and regquired supplementary
informaticn. The report may be cobtaired by writina to IPERS, PC Box 9117, LDes Moines,
Towa, S0306-9117,

Flan merkbers were required to contribute 4.50% of their annual covered payroll and the
Pistrict is reguired <to contribuate 6.385%% of annual covered salary. Contribution
requirements are estaplished by state statute., The District’'s contribution to IPERS
for the years ended June 30, 2011, 2010, and 2009 were $256€,217, $251,104, and 3230,924
respectively, equal to the required contributions for each year,
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Area Education Agency

The District is required by the Code of Iowa to pudget for its share of special
education support, media and educational services provided through the Area Education
Agency. The District’s actual amournt for this purpose totaled $257,518 for year ended
gune 30, 2011 and is reccrded in the General Fund by making a memorandum adjusting
entry to the cash basis financial statements.

Risk Management

BCLUW Community School District is exposed to various risks of loss related to torts:
thefr; damage to and destruction o©f assets; errors and cmissions; injuries to
employees; 4arnd natural disasters. These risks are covered by the purchase of
comrercial insurance. The District assumes liability for any deductibles and claims in
excess of coverage limitations. Settled claims from these risks nave not exceeded
cormmercilal insurance coverage in any of the past three fiscal years,

Long-Term Liabilities

Changes 1ir iong-term riabilities for the year ended June 30, 2011 are summarized as
Inlilows:

Balance Baiance Due

EBeginning End of Within
Year Additions Eeductions Year One Year
Capital Lease Payable 5 158,381 - 77,456 80,925 80,925
General Obligation Bonds 2,685,000 - 295,000 2,390,000 300,000
Early Retirement 105,302 28,030 52,155 gz2,177 26,106
Other Post-employment Benefits L 41,477 44,131 - 25, 608 -
Tatal 52,950,160 73,161 424,611 2,638,710 407,031

General Qpligaticn Scnds Payakle

s of the District’s June 30, 2011 general cbligaticn bonded indebtedness are as

Year
Ending nterest

June 30, Rate Principal Interest Total
2012 4.00% 5 300,000 85,€00 335,600
2013 4.00 315,000 83,800 398,600
2014 ¢.00 325,000 71,000 396,000
2015 4.00 340,000 58,000 388, 600
2016 4,30 355,000 44,440 389,400
2007 4,20 370,000 30,200 400,200
20°3 4,00 385,000 15,400 400,400
Total 52,308,000 39E, 200 2,788,200

Capital lease FPaysbkble

The District entered into a lease purchase with GE Capital for the acguisition of 250
laptop computers., A down payment cf $87,454.90 was made in June 30, 200%. The firal
paymert of $87,454.%0 is due in July, 2031.

Year
knding Interest

June 30, Rate Principal Interest Total
2312 6.14% 580,925 6,530 87,455
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Early Retirement Pavyable

The District offers a voluntary early retirement plan to its certified employees.
Eligible emplcyees must be at least age fifty-five and employees must have completed
eight years of service tc the District. Employees must complete an applicaticon which
rust be approved by the Board of Education. The early retirement incentive for each
eligible employee is 60% of current year salary, less supplemental pay or extended
certract pay. Early retirement benefits paid during the year ended June 30, 2011,
toctaled 352,155, A long-term liability has been recorded on the Statement of Net
Assets (Exhipit A} representing the District’s commitment to fund early retirement.

Related Party Transactions

The District had $11,031 of business transactions between the District and District
officials during the vear ended June 30, 2011. These are described in the Schedule of
Findirgs on page 41-43,

Other Postemployment Benefits (OPEB)

Plan Description - The District operates a single-empioyer retiree benefit plan which
provides medical and prescription drug benefits for retirees and their spouses. There
are 66 active members and 1 retired member :in the plan. Participants must be age 55 or
alder at retirement.

The medical/prescription drug benefits are provided through a fully-insurad plan with
Wellmark, Retirees under age 65 pay the same premiuvm for the medical/prescription drug
benelit as zctive employees, which result ir an impiicit rarte subsidy and an OPEB
iiability,

tunding Peiicy - The contribution reguirements of plan members are established and may
pe amended by the District, The District currently finances the retiree penefizs plan
on a pay-as-you-go pasis.

Armual OPEB Tost arnd Net OPER Obligation - The District’s annual ©OPEBR cost is
calculated based on the annual reguired contribution (ARC) of the District, an amount
actuarially determined in accordance with GASB Statement No. 45. The ARC represents a
~evel of furding which, if pald on an ongoing basis, is projected te cover normal cost
eacnh year and amortize any unfunded actuarial liabilities over a pericd not to exceed
30 vyears.

The following table shows the components of the Districc’s anrual OPER ¢est for the
year ended Jure 30, 2011, the amourt actually contributed to the plan and changes in
the District’s net QOPEB obligation:

Arrual required corntributicn 546,778
Irterest on net QPEB obiigation 1,037
Adiustment to annual reguired corntributicn (3,684

Arnual QPEBR cost 44,131
Contributiors made -

Increase in net CPEBR cbhbligation 44,131
et OPEB opligaticn beginning of year 41,477
Net OPEB obkligation end of year 585,608

For caiculation cf the net OPEB okligation, the actuary has set the transition day as
July 1, 2009, The end of the year net QPEER cibligation was calculated by the actuary as
the cumulative difference between the actuarially determined funding reguirements and
the actual contributions for the year ended June 303, 2011.

For the year ended June 30, 2011, the District implicitly contributed $0 to the medical

clan.
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The Jistrict’s annual OPEB cost, the percentage of annual QPEB cost contributed to the
plar and the net OPER opligation as of June 20, 2011 are sumrarized as follows:

Fercerntage c?

Year Annual Annual OFEE Net OPEB
Ended OPEB Cost Cost Contribured Obligation
Jure 30, 2010 $43,.82 3.59% $41,477
June 30, 2C11 546,778 0.0% $85,608
funded Ststus and Funding Progress — As of July 1, 2010, the most recent actuarial

vgluation date for the pericd July 1, 2010 through June 30, 201i, the actuarial accrued
liability was 5358,724, with ne actuarial value of assers, resulting in an unfunded
actuarial accrued liability (UARL] of §358,724. The covered payroll (annual payroll of
active employees covered by the plan) was approximately $3,8(02,000 and the ratic of the
UARL to covered payrell was 9.4%. As of June 30, 2011, there were nc trust fund
asseLs,

Actuarial Methods and Assumptions - Actuarial wvaluaticns of an ongoing plan involve
estimates <I the value of reported amounts and assuriptions about the probability of
occurrence of events far inte the future, Examples include assumptions akout future
employment, rertality and the health care cost trend. Actuarially determired amounts
are sufject no continual revision as actual results are compared with past expectations
arnd new estimates are made about the future, The Scneduie of Funding Frogress
presented as Reguired Supplementary Informatior, ir the section follewing the Notes to
Financisl Statements, present multiyear trend information about whether the actuarial
va_ue cf plar assets is increasing or decreasing over tTime relative to the acruarial
accrued liabilities for benefits.

Projections cf benefits for financial reporting purposes are based on the plan as
understood by the employer and the plan members and include the types of benefits
provided at the time of each wvaluation and the histcrical pattern of sharing of bernefit
costs between the employer and plan members to that point. The actuarial methecds andg
assumptions used include techniques designed to reduce the effects cof short-term
vclacility In actuarial accrued liakilities and the actuarial wvalue of assets,
ccrsistent with the long-term perspective of the calculations.

As cf the July 1, 2009 actuarial valuaticn date, the frozen erntry age actuarial cost
method was usea. The actuarial assumptions include a 2.5%% discount rate kased on the
Cistrict’s funaing policy. The prcjected annual medical trend rate is 6%,

Mortality rates are frcm the 384 Sroup Annuity Mortality Table, applied cn a gender-
specific basis, Annual retirement and terminaticn probabilities were developed from
informaticon previded by the District.

The UAAT s kbeing amcortized as a level percentage of projected payroll expense cn an
open basis over 30 years.

Interfund Transfears

Tne detail of interfund transfers for the year ended June 30, 2511 is as follows:

Transfer <o Transfer from Amounct
Pebt Service Capital Projects,
Physical Plant and Eguipment Lewy 587,448

Transfers generally move revenues from the fund statutorily regquired tc collect the
rescurces to the Iund statutecrily required to expend the resources.
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Accounting Change/Restatement

Governmental Accounting Standards Board Statement No, 54, Fund Balance Reporting and
Geverrmental Fund Type Definitions, was implemented during the year ended June 30,
2011. The effect of fund type reclassifications is as follows:

Capital Projects, Special Revenue,
Physizal Plant FPhysical Plant
and Equipment and Equipment
Levy Levy
Balances Jure 30, 2010, as previcusly repcrted 5 - 15,637
Crange Iir fund type classificaticn per implementatiom
of GASS Statement No. 54 15,637 (15,637
Balances July 1, 2012, as restated 315,637
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BCLUW COMMUNITY SCHOOL DISTRICT
Note to Reguired Supplementary Information - Budgetary Reperting

Year ended June 33, 2011

This pudgetary comparison is presented as Reqguired Supplementary Information in
accordance wilth Governmental Accounting Standard Board Statement No, 41 for
goverrments with significant budgetary perspective differences resulting from not
being able toe present budgetary comparisons for the General Fund and each major
Svecial Revenue Fund.

Ir. accordance with the Code of Iowa, the Board of Education annually adopts a
budger following reguirea public notice and hearing for all funds. The budget
may be amended during the year utilizing similar statutorily prescribed
procedures., The District's budget is prepared on a GAAP basis.

Formal and legal budgetary control for the certified budget is based upon four

rajor ciasses of expenditures known as functions, not by fund. These four
functions are instruction, support services, ncon-instructional programs and other
expenditures. Although the budge:r document presents function expenditures or

expenses by fund, the iegal level of contrcl is at the aggregated function lewvel,
rot by fund. The Code of Iowa also provides that District expenditures in the
General Furd may not exceed the amount authorized by the school finance formula.

During the year, the District adopted one budget amendment increasing budgeted
expenditures py $124,500.

During tne year ended June 30, 2011, expenditures exceeded the amended arount
budgeted in the other expenditures functicn, The District did not exceed the
Jerera. Fund unspent authcrized budget,

Lak
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BCLUW COMMUNITY SCHOOL DISTRICT
Schedule of Funding Progress for the
Retiree Health Plarn

{In Thousands)

Required 3upplemenrary Informaticn

Actuarial UAAL as a
Actuarial Accrued Unfunded Percentage
Year Actuarial Value of Liability AAL Funded Covered of Covered
Ended Valuaticn Assets {BAL; {0ARL) Ratio Fayroll Payroll
June 30, Cate (al (b {b-a} {a/b) tc) {{b-a)/c)
2C01C Jul 1, 2009 50 5309 $3E5 C.0% 33,776 9.5%
2d11 Jul 1, Z2C09 540 5359 5359 0.0% $3,802 9.4%

See Note S in the accempanying Notes to Financial Statements for the plan descriptioen,
furding policy, annuai OPER Cost and Net OPEB Obligation, funded status and funding progress.

See accompanylng independent auditor's report.
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Schedule 1

BCLUW COMMUNITY SCHOOL DISTRICT
Schedule of Changes in Special Revenue Fund, Student Activity Acccunts

Year ended June 30, 2011

Balance Balarce
Reginning End of
ACcount __of Year Revenues Expenditures Yaar

Crama/“hesgians 3 4,500 2,290 4,635 2,155
Speech 123 49 182 -
Vocal Music €90 10,178 &, 864 4,004
Band 3,207 6,420 6,360 3,267
Middle Schocl Instrumental - - - -
ES Mathletes 1,185 - 244 546
Athletic 28,0398 lel,B5¢6 159,919 29,976
Class of 2001 3,800 75 2,112 1,763
Talented and Gifted MS 1 2,721 2,453 269
Class of 2013 71 17,009 11,491 5,589
Crheerleaders 1,551 - 1,551 -
Science Club 1 4,052 4,020 33
MS Theme Day 15 2,010 2,025 -
Middle School Voeal Music 798 120 258 660
Class of 2014 - 205 80 125
Elementary Activities 22,064 3,061 1,207 24,918
Parent/Edurcator Partnership 7,814 29,528 33,042 4,700
Flower Fund - Z2g49 237 iz
FCCLA 956 376 279 1,053
Technology Club 204 - - 204
Ccmet Café 3,257 3,069 3,657 2,669
Library Clubk 134 3,992 5,580 Edg
Art Club 127 1,735 541 1,321
Interest 8,808 3,968 4,540 8,236
Letterwinners 3,018 5,581 5,582 2,987
Little League 1,733 4,860 3,234 3,459
National Art Honor Socciety 539 - - 539
M3 Athletic 10,5582 7,782 8,973 4,361
Iowaish - 10,3568 10,282 273
Class cf 2012 9,083 21,894 25,200 5,887
M3 Cenflict Managers 121 - 121 -
Special Ciymplics 143 20 - 163
National tHonor Sccliety 1,833 355 279 1,909
Fadlocck 959 82 421 &20
Student Council 1,263 3,856 3,578 1,641
Surmer Concessions 12,187 25,320 28,429 9,078
digh Bchool Activities 3,074 1,662 2,46l 2,275
2011 vearbock 8,694 16,772 19,082 6,384
ETOPP 51 - 51 -
MS Activities o 5,096 3,121 8,389 9,848

Total S L, 721 363,123 3€7,254 146,580

See accompanying independert auditor's report.
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BRUCE D. FRINK

Certified Public Accountant

Indapendent Auditor's Report on Internal Control

Momber:
over Financial Reporting and on Compliance and Other Matters
» American Instifute of Certified Based on_an Audit of Financial Statements Performed in Accordance
Public Accountants with Government Auditing Standards

« lowa Society of Certified

Public Accountants To the Board of Education of the

BCLUW Community School District:

We have audited the accompanying financial statements of the governmental
activities, the business type activities and each major fund of BCLUW
Services: Community School District as of and for the year ended June 30, 2011,
which collectively comprise the District’s basic financial statements
listed in the table of contents, and have issued our report thereon dated
January 5, 2012. We conducted our audit in accordance with U.S. generally
« Year Round Tax Planning accepted auditing standards and the standards applicable to financial
audits contained 1in Government Auditing Standards, issued by the
Comptroller General of the United States.

+ Individual, Partnership and
Corporate Tax Preparation

= Electronic Filing

» Payroli & Sales Tax . . . .
Preparation Internal Control QOver Financial Reporting

* RS Representation In planning and performing our audit, we considered BCLUW Community School

» Monthiy/Quarterly Write-Up District’s internal control over financial reporting as a basis for
designing our auditing procedures for the purpose of expressing our
+ Data Processing Services cpinions on the financial statements, but not for the purpose of

expressing our opinion on the effectiveness of BCLUW Community School

District's internal control over financial reporting. Accordingly, we do

« Computerized Financial not express an opinion on the effectiveness of BCLUW Community Schoel
Staternents District’s internal control over financial reporting.

» Payroll Freparation

= Bank Loan Assistance . . ) . . .
Cur consideration of internal contrel over financial reporting was for the

limited purpeose described in the preceding paragraph and was not designed
to identify all deficiencies in internal centrol over financial reporting
that might be significant deficiencies or material weaknesses and,
therefore, there can be noc assurance all deficiencies, significant
deficiencies or material weaknesses have been identified. However, as
described in the accompanying Schedule of Findings, we identified certain
deficiencies in internal control over financial reporting we consider to
be material weaknesses.

Plus:

» Over 30 years of Expertise and
Experience

« Evenings & Saturdays Available
by Appointment A deficiency in internal control exists when the design or operation of
« Extended Hours During Tax the contro} does not allow management or employees, in the normal course

Season of performing their assigned functions, to prevent or detect and correct
misstatements on a timely basis. A material weakness is a deficiency, or
a combination of deficiencies, in internal control such that there is a
reasonable peossibility a material misstatement of the District's financial
statements will not be prevented or detected and corrected on a timely
basis. We consider the deficiencies in internal contrel described in Part
I of the accompanying Schedule of Findings as items I-A-10 and I-B~10 to
be material weaknesses.

A significant deficiency is a deficiency or combination of deficiencies in
internal contrel that is less severe than a material weakness, yet
important enocugh to merit attention by those charged with governance. We
identified no items which we consider to be significant deficiencies.

202 Central Avenuc East Phone: (515) 532-6659
P.O. Box 241 Fax: (515} 532-3677
Clarion, IA 50525 33 bruce@frinkepa.com



Compliance and Other Matters

As part of eobtaining reascnable assurance about whether BCLUW Community School
District’s financial statements are free of material misstatement, we performed tests
of its compliance with c¢ertain provisions of laws, regulations, contracts and grant
agreements, non-compliance with which could have a direct and material effect on the
determination of financial statement amcunts, However, providing an opinion on
compliance with those provisions was not an objective of our audit and, accordingly, we
do not express such an opinien. The results of cur tests disclosed no instances of
non-compliance or other matters that are required to be reported under Government
Auditing Standards. However, we noted certain immaterial instarces of non-compliance
or c¢ther matters that are described in Part II of the accompanying Schedule of
Findings.

Comments invclving statutory and other legal matters about the District’s coperations
for the year ended June 30, 2011 are based exclusively on krowledge obtained from
procedures performed during cur audit of the financial statements of the District.
Since cur audit was based on tests and samples, not all transactions that might have
had an impact on the comments were nrecessarily audited. The comments involving
statutory ard other legal matters are not intended to constitute legal interpretations
of those statutes.

BCLLW Community School District’s responses to findings identified in our audit are
descriked in the accompanying Schedule of Findings. While we have expressed our
conclusions on the District's responses, we did not audit BCLUW Community Schocl
District’s responses and, accordingly, we express no cpinion on them.

This repeort, a public record by iaw, is intended solely for the information and use of
the officials, employees and citizens of BCLUW Ceormunity School District and other
parties to whom BCLUW Community School District may report, including federal awarding
agencies and pass-through entities, and is not intended to ke and should not be used by
aryane other than these specified parties,

We would like to acknowledge the many courtesies and assistance extended to us by
perscnnel of BCLUW Community Schocl District during the course of cur audit. Should
vou have any guestions concerning any of the above matters, we shall be pleased to

discuss them with you at vyour convernience.

BRUCE . FRINK
Certified Public Accountant

January 5, 2032

40



BCLUW COMMUNITY SCHOOL DISTRICT
Schedule of Findings

Year endec June 30, 2011

Part I: Findings Related te the Financial Statemants:

INSTANCES OF NON-COMPLIANCE:

No matters were noted.

INTERNAL CONTROL DEFICIENCIES

I-A-12

I-B-17

SEGREGATICN OF DUTIES

One important aspect cof the internal contrel ils the segregation of duties among
employees to prevent an individual employee from handling duties which are
incompatible. Although the IJistrict dees a fine jcb of dividing incompatible
duties among existing personrel, the District Secretary still has the ability to
override the system without the knowledge of any other perscnnel,

Recomrendation - We recommend that the District continue to segregate
incompatiple duties as much as possible, reviewing them annually to achieve the
maximur segregation possible within the existing personnel. We realize that the
District Secretary has a large number of required duties under the Code of Iowa
which makes the situation difficult. We also realize that the District has a
limited budget within which to hire additional personnel.

Respeonse - We will ccentinue to review and implement new procedures, when
possible, tc achleve the maximum segregation with existing personnel.

Conclusion - Response accepted.

AUGDITCR DRAFTING OF THE FINANCIAL STATEMENTS AND RELATED FOOTNOTE DISCLOSURES

Comment - As 1In prior years, we were requested to draft the audited financial
statements and related footnote disclosures as part of our regular audit
gservices. SAS 11%, an auditing standard from the American Institute of Certified
Public Accountants, regulires auditors to communicate this situaticn as an
internal control deficiency. Ultimately, it 1s management’s resgonsibility to
provide for the preparaticon of the District’s statements and footnotes, and the
responsibility of the auditor to determine the fairness of the presentation of

those statements. From a practical standpoint we do both for you at the same
time ir connection with cur audit. This is not unusual for us to do this with
organizations cf your size. However, based on this auditing standard, it is our

responsiblility to inform you that this deficiency could result in a misstatement
te the firancial statements that could have been prevented cr detected by the
District’s management,. As in pricor years, we have instructed management to
review a draft of the auditor prepared financial statements in detail for their
accuracy; we nave answered any gquestions they might have, and encouraged research
of any acccunting guidance in connectlon with the adequacy and appropriateness of
classification and disclesure in your financial statements. We are satisfied
that the appropriate steps have bkeen taken to provide you with the completed
financial statements.

Recommendation - It 1s the responsibility of management ard those charged with
governance to maxe the decision whether to accept the degree of risk associated
wich this cecnditicon because ©f cost or other considerations.

Response - We feel cur review of the draft financials 1is adequate for us to
accept this risk.

Conclusion — Response accepted.
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BCLUW COMMUNITY SCHOOL DISTRICT
Schedule of Findings

Year ended June 30, 2011

Part II: Other Findings Related to Required Statutory Reporting:

IT-A-11 Certified Budget - Expenditures for the year ended June 30, 2011 exceeded the
amended certified budget amount in the other expenditures function. The District
did not exceed its unspent authorized budgert.

Rececrmendation - The certified budget should have been amended in accordance with
Chapter 24.9 of the Code of Towa before expenditures were allowed to exceed the
budgert.

Respecnse - Puture budgets will be amended in sufficient amounts to ensure the
certified budget 1s not exceeded.

Conclusion - Response accepted,

IT-B-11 Questicnable Expenditures - No experditures we believe may not meest the
requirements of public purpose as defined in an Attorney General’s copinion dated
April 25, 1979 were noted.

IT-C-11 Travel Expense - No expenditures cof District money for travel expenses of spouses
cf Cistrict officials cr emplcyees were noted. No travel advances to District
cfficials or empicyees were ncted,

II-D-11 Business Transactions - Business transactions petween the District and District

cfficials or employees are detailed as folliows:

MName, Title and Transaction
Business Connection Description Amount

Benjamin Trophy Company
Spouse cf Board Member Resale items and supplies 511,031

Deborah Sams
Board Member

Ir May 2010, the District approved a contract with Deborah Sams, becard member, to
begin work on Akugust 9, 2010 as the elementary school secretary. Ms. Sams did
not resign as a board member until August 2010 just before beginning her dutlies.
Ms. Sams was pald prior to this time to work with the previocus secretary.

These transacticns exceeded the 52,500 limit allowed by Chapter 279.74 of the
Code of Iowa.

Raecomrendaticn - We recommend that the District consult legal counsel regarding
these matters, especially in light of the fact that the amount of theses
transactions more than doubled from the previous year. We also recommend that

the District annually review these transactions to ensure continued compliance.
Response - Since Doug Benjamin is a board member for BCLUW, there was limit teo
school district purchasing from Benjamin Trophy. Once the 352,500 amount was
approached during the 2011-12 school year, purchasing was stopped.

Although Deb Sams abstained from voting, she was still a board member at the time
cf her hire and resigned on July 1%, 201¢. The District will make sure a similar

situation does not occur again,

Coernclusion - Response accepted.
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RCLUW COMMUNITY SCHCOL DISTRICT
Schedule of Firndings

Year ended June 30, 2011

Part II: Other Findings Related to Required Statutory Reporting:

{continued) :

TI-E-1°2

iI-¥-11

II-G-11

II-H-I1

IT-L-1

Bend Coverage - Surety bond coverage of District cfficials and employees is in
accordance with statutory provisions. The amount of coverage should be reviewed
anrually to ensure that the coverage 1s adequate for current operations.

Board Minutes - No transactions requiring Board approval which had not been
approved by the Board were noted.

Certified Enrcollment - We noted no varlances 1in the basic enroliment data

certified te the Department of Education.

Supplementary Weighting - No wvariances regarding the supplementary weighting
certified te the Iowa Department of Education were noted.

Deposits and Investments - We noted no instances of nconcompliance with the

depcsits and investment provisions of Chapter 12B and Chapter 12C of the Code of
Towa and the Discrict's investment policy.

Certified Annual Report - The Certified Annual Report was certified timely to the

owa Department of BEducation.

Categorical Funding - Mo instances were noted of categorical funding being used

to supplant rather than supplement cther funds.

Statewide Sales, Services and Use Tax - No instances of non-compliance with the

use af the statewide sales, services and use tax revenue provisions of Chapter
4237.32 of the Code of Icwa were ncted.

Pursuant to Chapter 4Z23F.5 of the Code of Icwa, the annual audit is required to
include certain reporting elements related tc the statewide sales, services and
Lse tax revenue, For the year ended June 30, 2011, the District’s financial
activity and cther required informaticn for the statewide sales, services and use
tax are as follows:

Beginning bkalance §115,182
Revenues/transfers in:

Sales tax revenues 41,4923

Cther local revenuaes 5,407 418, 330
Expenditures/transfers out:

Equipment s 21G, 468

Cther 124, 385

Transfers to other funds:

Jebt service fund 87,448 422,301

Ending kalance 5111,208

For the year ended June 30, 2011, the District did not reduce any levies as a
result of the moneys received under Chapter 4235 or 423F of the Code of Iowa.
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